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CHANGES IN AGRICULTURE SINCE KOREA 


HE many changes that have taken place since the beginning of the Korean 
ea War have combined into a generally stronger situation for agriculture. The 

rise in the price of farm products and the corresponding rise in the value of 
farm land that got under way during early 1950 continued with increasing speed un- 
til a month or so ago. They are now apparently on a high plateau from which they 
will very probably rise still further toward the end of this year. 


The probability of continued strong demand at record or near-record prices, 
coupled with the prospects of another good crop year, will send gross farm incomes 
to the neighborhood of $36.0 billion in 1951. 


Another factor in the generally bright picture is the ample supply of farm ma- 
chinery. Tobe sure, there are spot shortages of certain items among certain 
manufacturers, but the over-all balance between supply and demand has been very 
good. Some authorities believe that the supply of farm machinery will be ample 
through the entire year, while the most pessimistic do not anticipate any short- 
ages until June or July. 


Like everyone else, the farmer has to take the bitter with the sweet. Most of 
them, particularly the cattle raisers and feeders, are up in the air over price con- 
trols. They want none of it. Moreover, a strong combination of farmers’ 
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drive to solve the meat prob- a 
lem by increased production. 
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drive is the defeat of price \ if Bcd 


control, particularly on meat. 3 — on 
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The farmer is also suffering, along with the rest of us, from the effects of in- 
flation. Therefore, while his net income will rise from $13. 0 billion in 1950 to 
$15.0 billion in 1951, his actual purchasing power will be down about 5%. 
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AVERAGE INTEREST RATES | Beak: 
Chart 1 at the bottom of page 235 i ON FARM MORTGAGES - ‘as 
shows the comparison between cash in- | 
come from farm marketing and mail or- 

der sales (catalog). The expanded por- 

tion of the chart at the right shows the 

monthly figures from 1949 through the 

first two months of 1951. These monthly 

figures show considerable seasonal fluc- 

tuation, but it is note worthy that mail 

Order sales in the first two months of 

1951 were c onsiderably ahead (almost 

33%) of the first two months of 1950. 


During the period from 1935 to 1941 9 *956-¢¢* fig a 880 
the total dollar volume of mail order sales stayed within the narrow range of 5% to 
5.4% of total cash income from farm marketing. During the war years this percent- 
age dipped sharply. It went as low as 2.7% in 1945. Since the war it has increased, 
but not to the level it enjoyed during the 1935-41 period. For example, in 1948, 
4.2% of cash farm income was spent on mail order sales, in 1949 the figure was 
4% and in 1950 it was 4.3%. Undoubtedly, the big chain mail order houses are aware 
of this change in farm buying habits. As a matter of fact, their big, beautiful new 
Stores are probably drawing many farm families into the city to shop, thereby 

4) causing some reduction in the percentage of farm 


income spent through the catalogs. 


“(FARM TAXES 
PER ACRE 


Chart 2. Notice how closely the major trends 
of farm values and the prices of farm products 
coincide. The changes in prices of farm prod- 
ucts generally take place more quickly and are 
more extreme, but the two lines do follow each 
other rather closely. The recent rise in farm 
land values has not matched the rise infarm 
prices and probably won’t. 




















Chart 3. Farm interest rates “CASH INCOME FROM GOVERNMENT 
stayed at 4. 6% in 1950 for the fifth PAYMENTS & FARM MARKETINGS 


straight year. The upheaval in the 20-— 
bond market will probably work its 

way slowly into farm financing, 

with a resulting rise in farm in- 

terest rates in 1951. 


Chart 4. Like most other fac- 
tors in the agriculture picture, the 
average tax per acre has reached a 
new high. The 1950 level is 65¢. 
In the map at the top of page 238 
we show the average taxes per 
acre by States for the year 1949. 
Undoubtedly, all States will show 
even higher taxes when the 1950 
figures become available, since the 
national average rose from 61¢ in 
1949 to 65¢ in 1950. 
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In the 1948-to-1949 period there were only three States that did.not report an in- 
crease in the average tax per acre. California and Indiana reported no change, and 
Mississippi dropped from 32¢ to 31¢. The highest taxes were found in those States 
with the small, highly productive farms - Massachusetts, $4.01 per acre; Connecti- 
cut, $3.11 per acre; New Jersey, $2.97 per acre; and Rhode Island, $2.03 per acre. 
The truly agricultural States with the highest taxes per acre were Illinois, $1. 86; 
Iowa, $1.73; California, $1.69; and Wisconsin, $1.49. 


Chart 5. Following the outbreak of the Korean War, cash income from farm 
marketing began moving up quite rapidly. Due to good crop prospects, strong de- 
mand and record prices, 1951 may see the farmer’s cash income at close-to-a- 


new-high level. © 
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Chart 6. Preliminary estimates show that the percentage of farm mortgages to 
farm (real estate) values inched up again on January 1, 1951. The American Farm 
is mortgaged to the tune of $5.9 billion, but its land and buildings are worth $68.0 
billion. Therefore, its mortgage is only 8.7% of its total value. These figures are 
all preliminary estimates. 


The slight rise in farm debt ratio is not significant in view of the exceedingly low 
interest rate and the general strength of the agricultural picture. After all, the pres- 
ent percentage is less than a point higher than the all-time low of 7.8% achieved in 
1948 and 1949. 


Chart 7. This chart, or map, was also discussed in the paragraph describing 
chart 4. 


Chart 8. During the year ending in March 1951 the average value per acre of all 
farm land in the United States increased 14%. In many of the agricultural States of 


the Midwest the rise during this period was the greatest since the great land boom of 
1919-1920. 


Strong inflationary pressures of the past year have naturally played a strong part 
in boosting farm values, but other recent events have also possibly been even more 
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important in certain States. For exam- 
ple, the recent removal of cotton acre- 
age allotm mts has caused strong de- 
mands for irrigated land in California, 
Arizona and parts of Texas. The in- 
crease of 20% in Florida farm land values 
has sprung from the continuing demand 
for citrus groves and for pasture land. 
Florida is admirably suited for the pro- 
duction of beef cattle, and ranches of 
50, 000 acres and up are not uncommon. 
As abeef-producer, the State is ex- 
ceeded by only one other State - Texas. 
Speculation in Florida citrus groves was 
also touched off by the extremely severe 
weather this winter in Texas. Many 
Texas groves were so badly damaged that 
they will not be back in production for 


four or five years. 


The abandonment of price supports 
for the potato market is reflected in the 
value of Maine farm lands. Maine, the leading potato-producing State, was the only 
State in the Union that failed to record an increase in its farm land value. During 
the March 1950-March 1951 period the average per acre value of Maine farm lands 
dropped 5%. This effect may have also been reflected in the rather small increase 
of Idaho farm land values (5%) since Idaho is another important potato-producer. 
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Chart 9. The map representing chart 9 shows the average cash income from 
farm marketing by States during 1950. These figures are derived by taking the 
cash farm income for each State and dividing this amount by the number of farms in 
each State. 

Until this year the latest data on the number of farms were the 1945 Census of 
Agriculture estimates. In many States the number of farms had decreased substan- 
tially by 1950. The new information compiled in the 1950 Census caused some 
drastic changes in our 1950 farm income figures over those for 1949. For exam- 


ple, in 1949 the available 

Ch == | ( data on number of farms and 
wg A ate th _— farm income for Massachu- 
PRELIMINARY. ‘| Setts showed that the average 

‘Fi; i| farm sent $4, 896 worth of 

> farm products to market dur- 
| ing that year. In 1950 this 
| figure jumped to nearly $8, - 
000 (see map). Now ob- 
viously the total State farm 

. income did not rise enough to 
| make this tremendous dif- 
ference in average farm in- 
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in Massachusetts dropped about 3% from 1949 to 1950.) The explanation lies in the 
fact that there were fewer farms than the latest estimates indicated. The same is 
true in several of the other States. Therefore, the reason that these States appear 
to have such high incomes per farm is due to the relatively small number of farms. 
Arizona, for instance, has just a trifle over 10,000 farms, but had a farm income 
of $256 million in 1950. 


Last year cash income from farm marketing showed a drop in 32 of the 48 States. 
The most drastic drop has already been alluded to - Maine. In addition to dropping 
land values (5%), cash income to Maine farmers was off 19%. The two drops are 
natural companions. Other sizable drops in cash receipts from farm marketing 
were in Oklahoma, 15%; Rhode Island, Arkansas and Colorado, 10% each; and 
Connecticut, 7%. 


The States with the highest average incomes from farm marketing in 1950 were 
virtually the same as the ones in 1949, and for the same reason. Arizona andWyo- 
ming bring in large incomes per farm chiefly because of the enormous size of the 
average farm. In addition to this, Arizona’s Maricopa County is one of the richest 
and most productive agricultural counties in the country. Colorado is a leader in 
wheat, meat, sugar beet and wool production. Nevada owes its relatively high posi- 
tion to big ranches and big beef cattle. California comes close to running the agri- 
cultural scale. The farms there grow almost every major crop and many of the minor 
ones. In 1950, California farmers’ receipts of $2.16 billion were higher than those in 
any other State. Only three other States were close: Iowa, $2.06 billion; Texas, 
$1.99 billion; and Illinois, $1.72 billion. Iowa and Illinois with their splendid farms 
came close to being the meat basket and bread basket of the nation. Delaware farm- 
ers continue to do well in the broiling chicken business. This little State leads the 
nation in the production of broilers. New Jersey’s eminent agricultural position 
depends entirely on her wonderfully developed truck gardens, some of which are 
completely glass covered. 


We have already said that we expect farm incomes to be higher in 1951, and 
this will naturally be a result of higher cash marketing. The cotton crop this year 
will probably be a near-record, and California production will be fantastic. Meat 
production will increase and virtually all farm products will be in good supply. 


Chart 10. In 1950 gross farm income reached nearly $32 billion. This total 
is made up of cash receipts plus the value of products retained on the farm plus the 
rental value of the farm house. Although the 1950 total was below the 1948 peak, it 
was still the third highest year in the country’s history. This year will see a new 
record estabjished if our guess of $36 billion materializes. 


Chart 11. Preliminary figures on January 1, 1951, showed that the value of 
farm property had reached an all-time high of $109.5 billion. All four categories 
making up total farm values increased over the 1950 level. From 1950 to 1951 the 
value of livestock and poultry increased 32%, the value of crops stored off and on 
tarms increased 6%, the value of farm machinery increased 10%, and the value of 
land and buildings increased 7%. This last increase of 7% in all farm land and 
buildings which took place from January 1, 1950, to January 1, 1951, is not to be 
confused with the 14% increase that took place in the average value per acre of 
farm lands from March 1950-March 1951. 
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Chart 12. This chart shows three things - the prices received by farmers (blue 
line), the prices paid by farmers (red line), and the relationship between the two, 
or the parity-price ratio (green line). This is similar to the chart we frequently 
publish on the purchasing power of wages in which we compare wage trends with 
trends in the consumers’ price index. This chart shows that the current relationship 
between the prices farmers receive and the prices they pay is now represented by 
an index reading of 111 on the parity-price ratio line. Expressed in simple terms: 
When this parity-price index line is over 100 it means that the farmers are getting a 
higher price for their products than they are having to pay for the things they buy; 
when the index is below 100 it means that they are having to pay higher prices than 
their products are bringing. Examination of this line shows that the farmers had 


a pretty rough time from 1921 through 1941, but that they have been doing quite 
well since then. 


These figures are averages of the over-all farm picture. It is a fact that many 
highly specialized farms have done much better or much worse than these figures 
indicate, depending on the prices received for the products in which individual farms 
specialize. 
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